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SOLE SOURCE CONTRACTS

At the Board of Supervisors' meeting held December 18, 2012, the Board discussed sole source
contracting at the Departments of Health Services (DHS) and Public Health (DPH). During the
discussion, Board Chairman Ridley-Thomas requested this Office to report back on sole source
contracts at these departments. This memorandum includes a response to this request relative
to DHS and DPH sole source contracts, as well as information on sole source contracting in
general throughout the County (Attachment I).

Board Policy 5.100 (Sole Source Contracts) requires that departments advise the Board in
advance of commencing negotiations for sole source contracts in excess of $250,000.
The policy also requires departments to track their sole source contracts below the threshold of
$250,000, and to provide such information to the Internal Services Department (ISD) for
inclusion in an annual report to the Board.

Health Services

DHS received Board approval of 18 sole source contracts for the period 2009 through 2012
(Attachment 1l). One area where DHS is experiencing an increase in the use of sole source
contracts is for medical equipment maintenance and support from original equipment
manufacturers (OEM). Current medical equipment tends to be very sophisticated and operates
with proprietary parts and software which only the OEM can support. Use of a non-OEM can
often void warranties and cause critical equipment operational problems, putting patient safety
at risk. When an ISD-issued Purchase Order (PO) for initial acquisition of equipment and
maintenance expires, DHS must obtain continuing maintenance and software upgrades from
the OEM. During the last four years, there were three new OEM contracts and DHS anticipates
that volume will increase as POs for competitively bid equipment acquisitions expire and
maintenance and support is still necessary.
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DHS also makes strategic use of the benefits enjoyed as a member of the University Health
System Consortium (UHC) which offers its members access to their competitive bid contracts.
During this period, two contracts were approved on the basis of the UHC relationship.

Five contracts were awarded to replace an existing 1ISD contract to continue receiving services
‘that were previously provided under a PO, or expand the scope of a PO beyond ISD’s authority.
Four contracts were awarded based on the need for quick action in order to comply with the
California 1115 Waiver, commonly known as the California Bridge to Reform. Three of the
remaining contracts were awarded based on expansion of current contractual relationship to
ensure continuity of services and one contract was awarded after a Request for Information
solicitation determined there was only a single service provider in the geographic region served.

Although these contracts represent a small fraction of total DHS contracts, each one is essential
to DHS operations and was recommended for approval based on a thorough assessment of the
available options. As DHS moves forward to successfully adapt both DHS and the County for
the Affordable Care Act in a very short period before January 2014, there is a continuing need
to expediently contract for the critical services to support DHS’ transformation. The strategic
use of sole source contracts is necessary to do business and be competitive in the health care
industry. To that end, the County has convened a cross-departmental Task Force to support
and expedite the County’s efforts; one area under review is expediting the contracting process
which will include consideration of the rare but essential use of sole source contracts where
warranted.

Public Health

The number of DPH sole source contracts has steadily decreased over the last few years.
In 2009-10, DPH executed 144 Board-approved sole source contracts under $250,000, primarily
in response to the receipt of American Recovery and Reinvestment Act (ARRA) funds as well
as the pandemic H1N1 outbreak, both requiring quick action. In 2010-11, DPH executed
108 Board-approved sole source contracts under $250,000, primarily related to the receipt of
ARRA funds as well as emergency preparedness and response activities requiring quick action.
In 2011-12, DPH executed 45 Board-approved sole source contracts under $250,000, primarily
related to the receipt of funding requiring quick action including Centers for Disease Control and
Prevention Community Transformation Grant (CDC CTG) funds under the Patient Protection
and Affordable Care Act of 2010, AB-109 post-release substance abuse treatment funds, and
Los Angeles County Children and Families First — Proposition 10 Commission perinatal
substance abuse treatment funds.

For sole source contracts over $250,000, DPH provides advance notification to the Board, the
CEO, and County Counsel. The authority to enter into such contracts is subsequently submitted
in a Board letter for Board approval. The justification for these contracts include the need for
rapid implementation, the requirement of highly technical skills or expertise, or the availability
providers.
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Examples of Board-approved DPH sole source contracts and corresponding justifications for
those contracts include:

o Sixteen sole source contracts funded by the CDC CTG with strict requirements related to
the rapid implementation of grant activities. Sole source justification is included for each
of the 16 contracts (Attachment 1ll).

o Three sole source contracts with the City of Pasadena for the provision of HIV/AIDS
Home-Based Case Management services, Non-Medical Case Management services,
and Mental Health services. These sole source contracts were assigned from the AIDS
Service Center upon its decision to relinquish the contracts, thereby ensuring the
uninterrupted provision of HIV/AIDS services in the San Gabriel Valley.

e Two sole source contracts for the provision of substance abuse treatment services at
four Los Angeles County Probation Department camps. The two contractors were
selected based upon their experience providing residential and outpatient substance
abuse services to juvenile justice involved youth and their unique geographic location in
close proximity to the service sites. The sole source contracts allowed for the immediate
implementation of program services.

Given the emergent and time-sensitive nature of the services funded by DPH, it is anticipated
that there will continue to be an ongoing need to execute sole source contracts. For example,
on February 19, 2013, DPH will submit a Board letter to request approval to enter into
three sole sources contracts above $250,000 with The Regents-UCLA, USC-Keck, and the
AIDS Healthcare Foundation (AHF) to provide oral health care services to HIV-positive
Ryan White-eligible clients. The sole source contracts are part of a multi-phased approach to
address the oral health needs of this population. This action will ensure rapidly enhancement of
the availability of critical oral health care to this popuiation.

DPH is actively working to mitigate this need, recently releasing Requests for Statements of
Qualification (RFSQs) for substance abuse disorder services and media services. Further, DPH
is currently developing RFSQs for evaluation and training services.

Through these various RFSQs, DPH will establish pools of qualified vendors and recommend
approval of master agreements with each. The opportunity for additional contractors to apply
for inclusion in the RFSQ pool will be provided on a routine basis. Once the master agreements
are established, DPH will be able to issue as needed, specific Work Order Solicitations for the
provision of services. The process reflects the fair and competitive environment of a Request
for Proposals process, but allows for a quicker timeframe for selection since a pool of vendors
(contractors), based on the RFSQ, is already established. Proposals/bids will be solicited from
all contractors qualified for each service and, based on a pre-determined set of evaluation
criteria, contractor(s) will be identified resulting in the award of a Master Agreement Work Order
(MAWO) to selected contractor(s).
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All County Departments

As indicated on Attachment |, the number of sole source contracts reported for 2011-12
decreased as compared to FY 2010-11.

e For 2011-12, seven of 35 departments reported sole source contracts below the
threshold of $250,000, compared to ten departments in 2010-11.

e For 2011-12, departments reported 102 County sole source contracts totaling
approximately $10.6 million, compared with 149 sole source contracts totaling
$12.5 million in 2010-11.

While there are circumstances that warrant departments to engage in sole source contracts, we
recognize such contracts hinder the open and competitive bidding process and, as such, we will
continue to monitor sole source engagements and identify methods to limit sole source
contracts when appropriate.

WTF.EFS:MKZ
JH:ib

Attachments (3)

c Executive Office, Board of Supervisors
County Counsel
Health Services
Internal Services
Public Health
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County of Los Angeles
INTERNAL SERVICES DEPARTMENT

1100 North Eastern Avenue
Los Angeles, California 90063

Telephone: (323) 267-2101
TOMDI:::\;EALL o , . . . . FAX: (323) 415-8664
To enrich lives through effective and caring service

August 22, 2012

To: Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Zev Yaroslavsky, Chairman
Supervisor Don Knabe
Supervisor Michael D. Antonovich

From: Tom Tindall W W

Director
SUBJECT: SOLE SOURCE CONTRACTS ANNUAL SURVEY

Board Policy 5.100 on Sole Source Contracts requires that departments advise your Board in
advance of commencing negotiations for sole source contracts in excess of $250,000. The
policy also requires departments to track their sole source contracts below the threshold of
$250,000 and to provide such information on an annual basis.

As indicated on the attached summary document, the number of sole source contracts
reported for FY 2011-12 decreased as compared to FY 2010-11.

e For FY 2011-12, seven (7) of 35 departments reported sole source contracts below the
threshold of $250,000, compared to ten (10) departments in FY 2010-11.

e For FY 2011-12, departments reported 102 County sole source contracts totaling
approximately $10.6 million, compared with 149 sole source contracts totaling $12.5
million in FY 2010-11.

Contracts for consulting services executed under the CEQO’s delegated authority are not
included in this report, as they are already separately reported by the CEO.

ISD will continue to report to your Board on an annual basis for sole source contracts meeting
the established criteria. If you have any questions, please contact me at (323) 267-2101.

TT:JS:YY:ig
Attachment

c: Chief Executive Officer
DCEOQ, Operations
ISD Board Deputies
All Department Heads
Administrative Deputies
Contract Managers' Network
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